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COMMODITY futures trading commission
The White House has announced the President's intention to nominate Susan M.
Phillips to become Chairman of the Commodity Futures Trading C o m m i s s i o n
Ms. Phillips has been acting Chairman since Phillip McB. Johnson resigned
in May. Phillips became a CFTC C o mmissioner in November 1981, replacing
Commissioner Read P. Dunn, Jr. Prior to joining the Commission she was
Associate Vice President of Finance and University Services at the
University of Iowa. Ms. Phillips will take over at an uncertain time for
the CFTC. There is growing speculation that the White House Task Force
of Regulation of Financial Services, headed by Vice President Bush, will
recommend that either the CFTC be consolidated with the SEC or that the
SEC assume the CFTC's jurisdiction over financial futures, financial
futures options, as well as trading instruments based on various stock
market indices.
SECURITIES AND EXCHANGE COMMISSION
Aetna Life and Casualty Company agreed recently to restate its financial state
ments for the first three quarters of 1982, thus ending a dispute with the
SEC over its tax accounting practices. The SBC had challenged Aetna’s prac
tice of recognizing as current income anticipated tax benefits of net
operating loss carryforwards (NOLs). The Commission contended that such a
practice was not consistent with GAAP and that Accounting Principals Board
Opinion, No. 11, "Accounting for Income Taxes," states that the tax benefits
of loss carryforwards "should not be recognized until they are actually realized,
except in unusual circumstances when realization is assured beyond any reason
able doubt at the time the loss carryfor
w ards arise." According to an SEC
report concerning Aetna's accounting practices, without admitting or denying
the validity of the SET's position on the application of APB 11, Aetna has
agreed to file a report to reflect a restatement of its financial statements
for the first three quarters of 1982. The restated financial statements will
not recognize currently the tax benefits related to NOLs.
In return, the
SEC said it will not take any further action with respect to Aetna's accounting
practices and has terminated its investigation of the company.

Charles C. Cox, chief economist of the SEC, will be nominated by President
Reagan to succeed John Evans as a commissioner at the SEC, according to
a White House announcement. Mr. Cox, 38, holds a Ph.D. in economics
and taught for 10 years prior to being selected as chief economist by
Chairman John S.R. Shad last year. Sources at the SEC indicate that
Mr. Cox's selection was opposed by four out of the five existing commis
sioners and that only Chairman Shad supported the selection. Commissioner
Evans was originally appointed to the SEC in 1973 by President Nixon and
was reappointed in 1978 by President Carter. His term expired on 6/5/83.
Commissioner Barbara Thomas recently announced that she would leave the
Commission this fall.
TREASURY, DEPARTMENT OF
The IRS recently reminded taxpayers who use the cash receipts and disbursements
method of accounting that it will disallow any deduction claimed for interest
paid on a loan if the payment was made with funds obtained from the original
creditor through a second loan, an advance, or any other financial arrangement
similar to a loan. In Information Release 83-93, announcing its position,
the IRS said it was following several recent court decisions that disallowed
the interest deduction holding that the interest had not been paid in cash

-2or its equivalent. The IRS added that the purported payment of interest was
nothing more than a postponement of the taxpayer's interest obligation to
the lender.

The IRS recently issued final regulations clarifying the types of employer pay
ments made as part of a qualified educational assistance program that can be
excluded from an employee's gross income (see the 7/6/83 Fed. R eg., pp. 3101519) . The final rules, issued as T.D. 7898, describe the non-discrimination
and limitation of benefits provisions of tax code section 127 for qualified
programs as amended by the Revenue Act of 1978 and the Technical Corrections
Act of 1979. While the final regulations include only minor changes from
the alternative benefits provision to more closely track the language of
the legislation. The IRS rejected suggestions from commentors that expenses
for meals, lodging and transport
a tion be included in the general definition
of educational assistance. The rules also add a substantiation requirement
for employees receiving benefits under a qualified plan and they also clarify
the requirement that a qualified program be a separate written plan. The
rules are effective for employee's taxable years beginning after 12/31/78 and
1/1/84. For additional information contact Monice Rosenbaum at 202/566-3422.

Final regulations and proposed rules relating to the treatment of certain interests
in corporations as stock or indebtedness have been formally withdrawn by
the IRS (see the 7/6/83 Fed. Reg., pp. 31053-54). The original version of
the final regulations under tax code Section 385 was published 12/31/80 and
was revised on 5/4/81, 1/5/82 and 7/2/82. The proposed rules were published
on 1/5/82. The IRS noted that neither the final regulations nor the proposed
rules "fully reflect the Treasury or the IRS position on debt/equity matters."
The withdrawal of the final regulations is proposed to be effective on 8/5/83,
the withdrawal of the proposed rules is effective immediately. The IRS has
scheduled an 8/18/83 public hearing on the proposal to withdraw the final
regulations. Comments are requested by 8/5/83. For additional information
contact Carolyn Swift at 202/566-3458.
A revision to the table used to determine the portion of the cost of employerprovided group-term life insurance that must be included in the employee’s
gross income was recently proposed by the IRS (see the 7/7/83 Fed. Reg.,
pp. 31250-51) . Under tax code Section 79, an employee is permitted to
exclude from gross income the cost of the first $50,000 of group-term life
insurance coverage. The remaining cost is included in the employee’s gross
income. The cost of group-term insurance is determined on the basis of
uniform premiums prescribed by regulations. Regulations published in 1966
provide the table of uniform premium rates currently in effect. The pro
posed table provides for lower costs than the current table does, with the
divergence beginning in the 35 to 39 year old bracket and increasing markedly
as they apply to older employees. The table sets forth the cost of $1,000
of group-term life insurance provided after 12/31/82 for one month computed
on the basis of five year age brackets. Comments are requested by 9/6/83.
For additional information contact Phoebe Mix at 202/566-3238.
SPECIAL:

CONGRESS MOVES TO EASE INVENTORY ACCOUNTING RULES

Legislation intended to reform the accounting rules regarding inventories that
businesses must follow when figuring their tax liabilities was recently
introduced in both the House and the Senate as H.R. 3464 and S. 1570. The
two measures would make it easier, especially for small businesses to use
the LIFO accounting method, which lowers tax liability by discounting inven
tory values for inflation. Although there is little hope for passage due
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to the high cost of lost federal revenues, proponents of the legislation
believe they can rekindle debate over the issue and force the Treasury Depart
ment into completing its study on ways to simplify tax accounting, which is
seven months overdue. The measures are similar to last year's proposals
and repeal the requirement that businesses using the LIFO method must keep
their financial statements and tax statements the same. Small businesses with
gross annual sales of $1.5 million or less would be permitted by the proposals
to use the cash accounting method. A requirement that firms using the LIFO
method repay their tax savings when liquidating their inventories would also
be repealed by the measures. The measures have been referred to the House
Ways & Means Committee and the Senate Finance Committee.

SPECIAL:

HOUSE SETS DATE FOR HEARING ON REPRESENTATIVE MICA'S FCPA MEASURE

A proposal to amend the Foreign Corrupt Practices Act, H.R. 2157, will be the
subject of a hearing before the House Foreign Affairs International Economic
Policy Subcommittee on 7/12/83. The hearing will focus on Hep. Dan Mica's
(D-FL) measure to reform the FCPA's antibribery and accounting sections to
provide more reasonable and specific guidelines for U.S. businesses operating
abroad. Scheduled to testify are John C. Keeney, acting assistant attorney
general in the Justice Department's Criminal Division and SEC Enforcement
Director John M. Fedders. The subcommittee is expected to mark up the bill
following the hearing. Sources in Washington indicate that under an agree
ment between Rep. Mica and Rep. Tira Wirth (D-OD), the House Energy and Com
merce Subcommittee on Telecommunications, Consumer Protection and Finance
will report its own FCPA legislation within 60 days of final Foreign Affairs
Committee action on H.R. 2157.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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